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UNCLAS BRUSSELS 01604 

E.O. 11652:N/A 
TAGS:EFIN,BE 

SUBJECT: BELGIAN NATIONAL BANK DISCOUNT RATE LOWERED TO 7 
PERCENT 

REF: BRUSSELS 1 15.BRUSSELS 1471 (NOTAL) 

1. THE BELGIAN NATIONAL BANK (BNB) ANNOUNCED LATE 
FEBRUARY 16 THAT IT IS REDUCING ITS CENTRAL DISCOUNT 
RATE FROM 8 TO 7 PERCENT. VARIOUS SPECIAL RATES FRO 
ADVANCES TO PRIVATE BANKS BEYOND QUOTA LIMITS ARE ALSO 
GOING DOWN.FROM 8.5 PERCENT TO 7.25 PERCENT. 

UNCLASSIFIED 
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PAGE 02 BRUSSE 01604 181715Z 

2. THIS IS THE SECOND FULL-POINT DROP IN THE DISCOUNT 
RATE IN SIX WEEKS .REFLECTIN G THE FRANC 'S CONTINUED 
STRENGTH ON FOREX MARKETS. THE SHORT-TERM MONEY MARKET 
IS QUITE LIQUID.AND THE BANK'S RESERVES IN FOREIGN 
CURRENCIES HAVE CLIMBED OVER 35 PERCENT FROM EARLY 
OCTOBER TO BF 89.5 BILLION AT PRESENT. 
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3. THIS ACTION WILL PROVIDE AT LEAST A PSYCHOLOGICAL 
BOOST FOR THE BUSINESS COMMUNITY AND PERHAPS ALLOW FOR 
SOME FURTHER SOFTENING OF COMMERCIAL SHORT-TERM INTEREST 
RATES (CURRENTLY 9 TO 10 PERCENT). OFFICIALS AT THE BND 
MAINTAIN THAT IT IS UNRELATED TO BUDGET DECISIONS (I.E., 

THE "EGMONT PLANT") ANNOUNCED BY THE BELGIAN GOVERNMENT 
LAST WEEKEND; BE THAT AS IT MAY.THE MOVE COULD SERVE 
TO ALLEVIATE SOMEWHAT THE EFFECTS OF THE PLAN'S INCREASE 
IN INDIRECT TAXES. 

RENNER 
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